

DELHI .university 

V-VA 

°X' I Date of release for loan . 

mould be returned on or before the date last starhped 
, overdue charge of 5 Paise will be collected for each 
Ic is kept overtime. 




MEMORANDUM OUTLINING 

A. PLAN OF ECONOMIC DEVELOPMENT 
FOR INDIA 

(S 148) 



THE AUTHORS 

SIR PURSHOTAMDAS THAKURDAS is the doyen of 
the Indian commercial world. He is President of the East 
India Cotton Association, a Director of the Reserve Bank of 
India, and Chairman and Director of numerous other 
concerns. 

MR. J. R. D. TATA, SIR ARDESHIR DALAL, MR. 
A. D. SHROFF and DR. JOHN MATTHAI are Directors 
of the great Tata firm, which has pioneered most of India’s 
industries and to-day constitutes one of the major industriah. 
groups in the Empire. 

MR. J. R. D. TATA is the head of the firm and of the 
various Tata companies. He occupies a key position in the 
industrial life of India. 

SIR ARDESHIR DALAL has been a memb^ of the 
Indian Civil Service and filled many important positions in 
Covemment before he joined Tatas. For some years he 
has been in charge of the Tata Iron and Steel Co., Ltd ; 
whose works at Jamshedpur are the largest in the Empm 
Since the publication of the Plan he has been appointed ‘ 
Lord Wavell to the Viceroy’s Executive Council as membe i 
for planning and development, and has relinquished his po 
with the Tata Iron and Steel Company. 

MR. A. D. SHROFF is in charge of the Investmei 
Corporation of India, the Tata Oil Mills and other concern: 
He is known throughout India as an economist and 
financial expert. 

DR. JOHN MATTHAI is Economic Adviser of the firm 
and in charge of Tata Chemicals. Since Sir Ardeshir Dalai’s 
appointment to the Viceroy’s Executive Council he has 
taken rharfee of the Tata Iron and Steel Company in place 
of Sir Ardeshir Dalai. He has a distinguished record in 
Government service as an eqpnomist and administrator, an'’ 
was for some years ChSirman of' the Indian Tariff Boan 

MR. G. D. BIRLA heads the well-known financial anc 
commercial organization known as Birla Brothers. His 
interests are widespread and he is one of the acknowledged 
leaders of trade and industry. 

SIR SHRI RAM is a leading industrialist of Delhi and a 
Director of the Reserve Bank of India. He occupies M 
important position in various commercial organizations. 

MR. KASTURBHAI LALBHAI is a prominent mill- 
owner of Ahmedabad. He is a Director of the Reserve Ba^ 
of India and controls many commerical and industrial 
concerns. 



A PENGUIN SPECIAL 


MEMORANDUM OUTLINING 


A PLAN OF 

dCONOMIC DEVELOPMENT- 
FOR INDIA 


by 

SIR PURSHOTAMDAS THAKyRDAS 
J. R. D. TATA 
G, D. BIRLA 
SIR ARDESHIR DALAL 
SIR SHRI RAM 
KASTURBHAI LALBHAI 
A. D. SHROFF 

AND 

JOHN MATTHAI 



PENGUIN BOOKS 

HARMONDSWORTH MIDDLESEX gNGLAND 
WS FIFTH AVENUE. NEW YORK, U.S A. 



Krst Published in India Janmaiy 1944 
Published in Peogum Books bby 1944 
Repmned September 1944 


SUSIE SSB HUOTTO as ^SIS3l!r !nHriiaK west tenbi™ imam irainozD 
ST SOVT, SlOTSKHtl KSE iCQ., ITIl, ajWI)D», KNE am.lMHinti 



CONTENTS 

Page 

I. Introductory - _ - _ _ 7 

n. Requirements of a Minimum Standard - 12 . 
m. Economic Plan Explained - - - 27 

IV. Sources of Finance - - - - 51 

V. Stages of Development - - - 56 

Index - -- -- --62 



NOTE 

The rupee figures quoted in the text have been converted 
into their sterling equivalents (shown in brackets) at the 
rate of Is. 6d. per rupee. 



1 

INTRODUCTORY 


1. Aim of Memorandum 

This memorandum presents in brief outline a plan of 
economic development for India. The plan set out in it 
is not in any sense a complete scheme nor is its scope so 
comprehensive as that of the National Planning Com- 
mittee to whose labours the conception of a planned 
economy for India is very largely due. Our object is 
merely to put forward, as a basis of discussion, a state- 
ment, in as concrete a form as possible, of the objectives 
to be kept in»mind in economic planning in India, the 
general lines on which development should proceed and 
the demands which planning is likely to make on the 
country’s resources. It contains no reference to such 
essential matters as the organization, methods and 
technique required for carrying out a plan. For instance, 
neither the problem of distribution, which is vital to any 
scheme for raising the standard of living, nor the allied 
question of the control to be exercised by th^ stat^ over 
economic activities are discussed in it. These matters, 
the importance of which is fully present to our minds, 
are at present under examinatioff by us. The results of 
this examination will form the subject of a separate report 
which we hope to issue at an early date. Meanwhile, in 
view of the prevailing interest in problems relating to'» 
post-war economic development in India, we have 
thought it desirable to publish in advance our views 
regarding some of the more fundamental aspects - of 
planning so as to stimulate discussion andjcriticism oi 
our proposals before our investigations of other aspects 
of planning are completed. 
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^SECTIONS 2, 3 


2. Political Assumptions 

Underlying our whole scheme is the assumption that 
on the termination of the war or shortly thereafter, 
a national government will come into existence at the 
centre which will be vested with full freedom in economic 
matters. The maintenance of the economic unity of 
India being, in our view, an essential condition of any 
effective planning, we have assumed for the purpose of 
our plan that the future government of India will be 
constituted on a federal basis and that the jurisdiction 
of the central government in economic matters will extend 
over the whole of India. We should, however, explain 
that this does not preclude the possibility of a regional 
grouping of provinces and States as an intermediate link 
in a federal organization. Such regional grouping will 
not disturb the economic unity of India, prpvided that, in 
important matters affecting economic development, the 
authority of the central government is not impaired. We 
draw attention to this aspect of the problem because we 
think that no development of the kind we have proposed 
will be feasible except art Cbe &ccsis afa cemTai’ cfrnja*rrrg- 
authority which enjoys sufficient popular support and 
possesses the requisite powers and jurisdiction. 

j. Planning Organization 

We contemplate that under the central government 
there will be a national" planning committee in which the 
various interests concerned will be represented and to 
which the responsibility for drawing up plans will be 
delegated. The actual execution of the plans will be the 
function of a supreme economic council working along- 
side the national planning committee under the authority 
of the central government. The co-ordination of the 
duties assigned to these two committees and their relation 
to the various provincial and regional governments will 
be among the most important problems that will arise in 
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SECTIONS 4, 5 


connection with the constitutional aspect of our 
proposals. 


4. Objective of Plan 

The principal objective of our plan is to bring about 
a doubling of the present per capita income within a 
period of fifteen years from the time that the plan comes 
into operation. Allowing for an increase in population 
of 5 million per annum, which is the rate disclosed by 
the last decennial census, we estimate that a doubling of 
the per capita income within a period of fifteen years 
will necessitate a trebling of the present aggregate 
national income. To achieve this increase, we propose 
that the plan should be so organized as to raise the net 
output of agriculture to a little over twice the present 
figure, and that of industry, including both large and 
small industries, to approximately five times the present 
output. This would still leave our economy mainly 
agricultural in the sense that the greater part of the 
population would continue to be engaged in agriculture 
Aud .sAlied zvrz’iyaaAians Althcvny.b .the 
ance of agriculture would be considerably reduced. 

5. Industrial Development 

It is an important part of our proposals regarding 
industrial development that in the initial stages attention 
should be directed primarily to thfe creation of industries 
for the production of power and capital goods. Nothing 
has more seriously hindered the development of India’S 
industrial resources during the war than the absence of. 
these basic industries, and we consider it essential that 
this lack should be remedied in as short a time as 
possible. Apart from its importance as a means .of. 
quickening the pace of industrial development in Indi^ 
it will have the "effect of ultimately reducing our 
dependence on foreign countries for the plant and 
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SECTION 6 



• 

machinery required by us and, consequently, of reducing 
our requirements of external finance. The proposal, 
however, is subject to this important qualification that 
provision should be made at the same time for the manu- 
facture within the country of the most essential classes of 
consumption goods, as otherwise a great deal of unneces- 
sary hardship may be caused during the planning period. 
We suggest that, in the production of these essential 
consumption goods, the fullest possible use should be 
made of small-scale and cottage industries. This will, 
besides providing employment, reduce the need for 
purchasing expensive plant and machinery. 

6. Difficulties Anticipated 

We are well aware of the dilRculties which may 
stand in the way of our objective being aftained within 
so short a period. The execution of the plan will run 
counter to many deep-seated prejudices and traditions. 
In. the initial stages it will call for a very large measure 
of personal discomfort and sacrifice. Political differences 
may make it difficult to set up the necessary constitutional 
machinery. The international situation after the war may 
be such as not to permit of the orderly continuance of 
constructive activities on this scale. If difficulties of this 
character supervene, the progress of the plan will be 
materially hampered. Nevertheless,- we think that it is 
worth while placing before the country a plan which, 
given favourable conditions, can be realised. The diffi- 
bulties we have indicated may delay the scheme but will 
mot necessarily make it impossible of achievement. We 
have some hope that if the programme we have put 
forward makes an appeal to the country, that by itself 
wifi help in some measure towards securing the conditions 
hecessary for its fulfilment. It may be pointed out that 
the fifteen-year period we have suggested is intended to 
cover only the execution of the plan and does not include 
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SECTIONS 7, 8^ 


the time required for the necessary preparatory work, 
which may take about three to five years. Once the 
machinery required for executing the plan is properly 
organized, and given sufficient courage and energy in 
those responsible for carrying it out, we do not think that 
the attainment of our objective within the period in- 
dicated is an extravagant hope. 

7. Problem of Finance 

The estimates of capital expenditure contained in the 
memorandum are of such colossal dimensions that the 
whole scheme may appear impracticable to people whose 
minds are still dominated by orthodox financial concepts. 
In matters of this kind, the war has been a great 
educator. Lord Wavell, in a recent speech in London, 
remarked: ‘Tl,has always seemed to me a curious fact 
that money is forthcoming in any quantity for a war, 
but that no nation has ever yet produced the money on 
the same scale to fight the evils of peace — poverty, lack 
of education, unemployment, ill-health.” The answer to 
this question, which has puzzled many an inquiring mind 
since the commencement of the war, is that money or 
finance is not the master of a country’s econoniy, 'but its 
servan^and instrument. The real capital of a country 
consists of its resources in materials and man-powe?, and 
money is simply a means of mobilizing these resources 
and canalizing them into specific fiWms of activity. Look- 
ing at the problem from this angle, we are convinced 
that the capital expenditure proposed under our scheme’ 
is well within the limits of our resources and that, from , 
a business point of view, such expenditure will constitute 
a sound and profitable investment for the country. 

•8. Explanatory Remarks 

With regard to tTie several estimates of expenditure, 
production and income contained in»the memorandum, 
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SECTION 9 


it is necessary to explain that, in view of the inadequate 
data on which many of them are based, they are 
to bt regarded merely as rough approximations and 
their value as more illustrative than absolute. Further, 
although most of the estimates are stated in terms of 
money, it is the quantum of commodities and services 
they represent that we have primarily in view. Money 
is used throughout as a measuring rod only; and in 
order to keep the measure uniform, we have based all 
money figures on the rupee at approximately the avfirage 
price level which prevailed during the period 1931-39. 


II 

REQUIREMENTS OF A MINIMUM. STANDARD 

9. Minimum Standard Defined 

The ultimate objective of any planning should be 'to 
increase the volume of India’s economic production to 
the fullest extent which its natural resources would 
allow. The plan we propose, however, is limited to a 
period of 15 years and has the modest aim of securing 
a general standard of living which’ would leave a reason- 
able margin over the minimum requirements of human 
life. In order to give some idea of the standard of living 
at which we aim, we p'ropose in this section to define in 
concrete terms what, in our opinion, are the minimum 
requirements of human life under existing conditions in 
- India. These include, besides the physiological necessi- 
ties of life like food, clothing and shelter, also some 
provision for medical relief and education. In a later 
section we shall discuss what further provision is 
required for a reasonable standard of living such as we 
aim at and on what lines a plan for securing this should 
be framed. 
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SECTIONS 10. II, lJU. 


• 10. Balanced Diet 

Although India is an agricultural country, a Jarge 
proportion of its population does not get enough food 
to eat. A still larger proportion fails to obtain the right 
kind of food. Studies made by nutrition experts suggest 
that a well-balanced nutritive diet for an adult person in 
India should be as follows: 


OUNCES PER DAY PER ADULT 
Cereals . . . . 16 Fruits 

Pulses . . . . 3 Fats and oils 

Sugar . . . . 2 Whole milk 

Vegetables . . 6 or Meat, fish and eggs 


2 

1.5 

S 

2.3 


1 1 . Cost of Nourishment 

The energy ^tfllue of this diet isl2,600 calories. Making 
allowance for some wastage in “the kitchen and at 
the table, the per capita requirements of a balanced 
diet in India would amount to about 2,800 calories per 
day. The available supplies of food, even if they are 
eqcftteWy distributed, woctM, however, faW short of thrs 
by a large margin. To secure a balanced diet for our 
population, a considerable increase in our food produc- 
tion would therefore be necessary. It is estimated that 
at pre-war prices the cost of a balanced nutritiw diet 
of the type mentioned above would be approximately 
Rs.65 (£4 17s. 6d.) per annum? for a growing adult 
and very little less for a growing child. At this rate an 
annual expenditure of Rs.2,100 crores (£1,575 millions) 
would be required to keep our existing population, 389« 
millions, well nourished. 


12. Clothing Needs 

Next to food cojnes clothing, considered rtn its utili- 
tarian rather than its social aspect. The quality of 
cloth required differs according to the climatic conditions 
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.SECTION 13 


of the country, the habits and manners of living of the 
population and its income. Conditions in these respects 
differ widely in the different parts of India and it ir 
therefore difficult to fix any particular standard for the 
country as a whole. On the basis of consumption in 
other countries it is, however, possible to arrive at a 
rough standard. At the peak level of textile output, 
which was reached in 1928-29, the average per capita 
consumption of textiles, consumed largely in personal 
and household uses, amounted to 42 yards for the world 
as a whole. For some of the individual countries for 
which comparable data are available, the consumption 
of cotton textiles alone was as follows: 


CONSUMPTION OF COTTON PIECE GOODS 
PER CAPITA -IN 19291 (IN Y^RDS) 


U.S.A. 

. . 64.02 

Japan . . 

. . 21.4 

Canada 

. . 37.7 

Egypt .. 

. . 19.1 

Sweden 

. . 36.0 

Brazil . . 

. . 18.9 

Germany 

. . 34.0 

Iraq . . 

. . 16.9 

Malaya 

. . 30.6 

India . . 

. . 16.1 

Denmark 

. . 30.0 

Greece. . 

.. 15.0 


' 13. Cost of Clothing 

In the light of these figures, the estimate made by the 
National Planning Committee of the minimum require- 
ments of clothing in India, viz. 30 yards per person, 
may be regarded as reasonable. To. reach this norm, 
India would require on the basis of the 1941 population 
figure 11,670 million yards of cloth and its cost at the 
rate of 3J annas (3|d. approximately) a yard would 
amount to Rs.255 crores (£191 J millions). ^ < 

^ , as 

1 The World Textile Industry — Economic ..and Social Problents^ 
Vol. l.^page 168. 

1 Sq. yds. 
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SECTIONS U, 15 


14. Housing Needs 

Adequate shelter against sun and rain and against 
t-<e inclemencies of weather is yet another of the esseiTtial 
rimary needs of human life. On the basis that a person 
should have about 3,000 cubic feet of fresh air per hour, 
the accommodation required would be about 100 square 
feet of house room per person.* The quality of houses 
required, however, depends to a large extent on social 
traditions far more than on physical needs. “The house 
is not only a shelter from the weather and a place for 
preparing food and sleeping: it is also a centre of a 
complicated social ritual.” The figure we have taken is 
the minimum determined by physieal needs alone. The 
number of houses in India according to the 1941 census 
is 76 million: 10 million in towns and 66 million in 
villages. The qjimber of persons per house, which was 
5 in 1931, increased to 5.1 in 1941. It is not possible 
to indicate the average housing space available per 
person, although the information regarding industrial 
cities shows the existence of overcrowding of an extreme 
type. In the Bombay province, for example, the average 
floor space per person in industrial areas was 27.58 
square feet in Bombay, 43.04 square feet in Ahmedabad 
and 24.03 square feet in Sholapur in 1938. 

15. Cost of Housing 

If we are to provide 100 squarS feet of house room 
per person, which has been mentioned above as the 
minimum needed, the averse house should have an 
area of at least 500 square feet so that it can accom- 
modate 5 persons. In rural areas the cost of building 
^uch a house is assumed to be in the neighbourhood of 
'^s.400 (£30) and in urban areas twice as much. In 
ner that housing may come up to the standard we 

Report of the Rent Enquiry Committee, Bombay, Vol. Ill Part VI 
page 21. 
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ECTIONSTI6, 17 


have laid down, a fairly large proportion of the existing 
houses both in rural and urban areas should be rebuilt 
and substantial provision should also be made for new 
houses. On a rough estimate, the total expenditure 
required for this would be about Rs. 1,400 crores (£1,050 
millions). At 7^ per cent, of the total capital expenditure, 
including the value of existing housing, the yearly cost 
of maintenance would be Rs.258 crores (£193^ millions). 

16. Standard of Housing 

If the house is to serve its purpose also as a social 
centre, in addition to providing accommodation, it must 
conform to certain standards regarding site, type, 
ventilation, lighting, heating, waste disposal, water 
supply, etc. But these standards will vary according 
to a number of factors, such as climatic conditions, 
availability of land, traditions, etc., andowill have to be 
fixed to suit local conditions. 

17. Present State of Health 
Apart from meeting the physiological needs of life 
mentioned above, an important aspect of the minimum 
standard of living which we wish to lay down for India 
is that every individual should be able to maintain a 
reasonable standard of health. At present the genera’ 
standard'" of health in India is admittedly poor. The* 
following figures would give some idea: 

Infant mortality; 
deaths under one Expectation 
Birth and death year per 1000 of life, 

rate per 1000 live births. (years) 

Birth Death Male Female 

Canada 20.3 9.6 61 58.96 60.73 

U.S.A. .. 17.3 10.6 48 60.60 64.50 

Germany 20.3 ' 12.3 60 59.86 62.81 

U.K. .. 15.3 12.2 53 60.18 64.40 

Australia 17.7 9.9 38 63.48 67.14 

Japan .. 27.0 17.6 114 46.92 49.63 

India .. 33.0 21.8 167 26.91 26.56 
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SECTIONS 18, 19 


18. Needs of Public Health 

Satisfaction of the primary needs of life would go 
a long way towards attaining a reasonable standard 
of health for our population, but measures specially 
directed towards this purpose would be essential. These 
broadly fall into two categories: (i) preventive measures 
like sanitation, water supply, vaccination and anti- 
epidemic precautions, maternity and child welfare, etc., 
and (fi) curative measures like the provision of adequate 
medical facilities. 


19. Inadequate Preventive Measures 

Such preventive measures as have been adopted so 
far have touched but the fringe of the problem. Only 
in respect of vaccination against smallpox has some 
progress been made, but the number of deaths due to this 
disease still continues to be large. The average figure 
for the quinquennium 1935-39 was 67,130 in British 
India alone. “The fact that vaccination and re-vaccina- 
tion should eliminate the disease altogether emphasizes 
the importance of making further efforts for the effective 
immunization of the people.”* In respect of water 
supply it is known that out of the 1,471 towns'in British 
India in 1939, only 253 towns with a population of 13 
million had protected water supjlies, and the position 
of conservancy and sanitation was no better. In rural 
areas the position is still worse. Provision for maternity 
and child welfare work both in urban and rural areas is 
extremely inadequate. The fact that more than 50 per 
cent, of the deaths that occurred in 1939 were among 
those who come within the scope of maternity and child 
welfare servicesTully bears this out. 

* Annual Report of the Public Health Commissioner with the Govern- 
merit of India for 1939, page 20. 
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SECTIONS 20, 21, 22 

20. Lack of Medical Facilities 

So far as medical facilities are concerned, in 1939 
there were about 7,300 hospitals and dispensaries 
in British India with provision for about 74,000 beds. 
The average population served by each hospital and 
dispensary works out to about 41,000 and the proportion 
of population per bed is 4,000. The number of doctors 
and nurses in India is 42,000 and 4,500 respectively,^ 
which means one doctor per 9,000 persons and one nurse 
per 86,000 persons. The comparative figures for the 
U.K. are one doctor per 776 persons and one nurse per 
435 persons. 

21. Minimum Health Standard 

For a minimum standard of living the criteria which 
we should like to lay down in respect of preventive 
and curative measures include the follo\<'ing: (/) proper 
arrangements in respect of sanitation and water supply 
in rural and urban areas; (//) a dispensary for every 
village; {Hi) general hospitals and maternity clinics in 
towns; and (iv) specialized institutions for the treatment 
of tuberculosis, cancer, leprosy, venereal diseases, etc. 

22. Sanitation and Water Supply 

Saiytatjon and conservancy in rural areas depend 

largely on proper instruction and education and could be 
substantially 'improved by means of well-organized 
effective propaganda." In urban centres, however, 
special measures would be necessary. Arrangements for 
adequate water supply will be required not only in urban 
' areas but also in villages, many of which suffer from 
scarcity of water. It is difficult to estimate the amount 
of capital expenditure that sanitation and water supply 
on this scale will involve, but a figure of 100 crores of 
rupees (£7.5 millions) will not be wide of the mark. At 

* J. B. Grant: The Health of India (Oxford Pamphlets on Indian 
Affairs;, page 24. > 
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SECTIONS 23, 24 


1\ per cent, the cost of maintenance would be fes.7i 
crores (£5| millions) per annum. 

23. Village Dispensaries 

The .village dispensary should be in charge of a 
qualified doctor assisted by two qualified nurses, one of 
whom at least should be a trained midwife. This staff 
would be able to carry out most of the preventive and 
curative services necessary for improving the health of 
the village. As the average population of a village 
according to the 1941 census is only 517, normally they 
would be able to attend to vaccination against smallpox 
and inoculation against other infectious diseases when- 
ever they show signs of breaking out in an epidemic 
form. They would render adequate medical aid to the 
sick and also attend to maternity cases. They might also 
be entrusted wjth the work of medical inspection of the 
village school. 

24. Cost of Dispensaries 

The cost of building a dispensary with an area 
of about 1,200 square feet would roughly amount to 
Rs. 1,000 (£75) and the initial equipment would cost an 
equal amount. The running expenses of the dispensary 
which would include the salary of the staff and the cost 
of medicines are likely to be in the neighbourhood of 
Rs.2,000 (£150), assuming that a certain amount of 
voluntary and part-time help of practising doctors 
would be available. The total cost of maintaining rural 
health on the basis would amount to: 

Buildings and initial equipment .. Rs. 132 crores 

(£99 millions) 

Running expenses per year .. Rs. 132 crores 

(£99 millions) 

Maintenance of buildings and equip- 
ment at 7J per cent, per year of 
capital expenditure . . . . Rs.9.9 crores 

(€7.425 millions) 
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SECTIONS 25, 26 


25. General Hospitals 

For urban areas we would suggest on an average a 
hospital with 40 beds for every 10,000 persons. As the 
average population of a town in India is 18,365, this 
would mean generally two hospitals per town of 40 beds 
each or one hospital of 80 beds. In addition to meeting 
the needs of the local population, the general hospitals 
in towns should serve as centres for expert advice and 
specialized treatment to sick persons in neighbouring 
rural areas. The capital cost of a hospital of this nature 
with 40 beds would be in the neighbourhood of Rs. 40,000 
(£3,000), and the running expenses, which would include 
, the salaries of doctors and nurses, expenses of indoor 
patients, etc., would amount roughly to Rs.28,000 
(£2,100) per annum. Here again it is assumed that to 
some extent voluntary and part-time services would be 
forthcoming. The total cost of general hospitals in towns 
would thus amount to: 

Buildings and initial equipment . . Rs.22 crores 

/.£ 16 .i milliDn^') 

Running expenses per year .. -Rs. 15 crores 

(£lli millions) 

Maintenance of buildings and equip- 
ment at 1\ per cent, per year of 
capital expenditure .. .. Rs.l. 5 crores 

{£li millions) 


26. Maternity Hospitals 

Besides general hospitals, every town in India should 
have adequate provision for maternity services. In 
the year 1939 the number of maternal deaths arising 
out of childbirth amounted to 200,000, and it is con- 
sidered that 80 per cent, of these deaths could have been 
prevented if adequate maternity services had been avail- 
able. As the Indian Medical Review puts it, “it is the 
20 



SECTION 27 ^ 

right of every woman to have skilled attendance during 
pregnancy, labour and the puerperium.”^ In rural areas 
the midwives attached to the dispensary should be able to 
render all necessary help in this respect to expectant 
mothers in their homes. But in towns it is necessary to 
have special institutions for this purpose. A maternity 
hospital with 30 beds should meet the requirements of 
the average population of a town in India in this matter. 
The cost of building such a hospital and providing it 
with initial equipment would be in the vicinity of 
Rs.30,000 (£2,250) and .a sum of Rs.24,000 (£1,800) 
would cover its running expenses. The total cost of 
maternity clinics for all the towns in India on this basis 
would be: 

. Buildings and initial equipment . . Rs.8 crores 

(£6 millions) 

Running expenses per year . . Rs.6 crores 

(£4^ millions) 

Maintenance of buildings and equip- 
ment at 7) per cent, per year of 
capital expenditure . . . . Rs.60 lakhs 

(£450,000) 

27. Specialized Treatment 

» o 

Special institutions for the treatment of tuberculosis, 
cancer, venereal diseases, mental^ disorders, etc., would 
have to be provided at suitable places and would 
probably require accommodation for about 150,000 beds. 
The capital cost of housing these institutions and supply- 
ing them with equipment would on a very rough estimate 
amount to about Rs.l9 crores (£14J millions) and would 
require a recurring expenditure of about Rs.ll crores 
(£8J millions). The cost of maintaining buildings 
equipment would Ijp Rs.1.5 crores (£1^ millions). 

^ Indian Medical Review, 1938, page 185. 
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SECTIONS 28, 29, 30 


28. Cost of Public Health 

The total cost of the various health and medical 
servifces mentioned above would be: 

Non- 
recurring Recurring 

cost cost 

(Rs. crores) (Rs. crores) 

Sanitation, water 

supply, etc. .. 100 (£75,000,000) 7.5 (£5,625,000) 

Rural dispensaries 132 (£99,000,000) 141.9 (£106,425,000) 
General hospitals 22 (£16,500,000) 16.5 (£12,375,000)- 

Maternity clinics 8 (£6,000,000) 6.6 (£4,950,000) 

Specialised insti- 
tutions . . 19 (£14,250,000) 12.5 (£9,375,000) 

Total .. 281 (£210,750,000) 185.0 (£138,750,000) 

29. Minimum Educational Needs 

That every person above the age of 10 should be 
able to read and write and to take an intelligent interest 
in private and social life is yet another of the con- 
stituents of a minimum standard of living which we 
should like to bring within the reach of every individual 
in the country. The percentage of literacy above the age 
of 5 in In(Jia to-day is 14.6. In the advanced countries of 
the world it is more than 80. “Extreme forms of 
poverty”, it is maintained, “will prevail amongst the 
masses in India as lon^ as the overwhelming majority of 
the Indian people are able neither to read nor write.” ^ 

30. Primary Education: Capital Cost 
To provide adequate facilities for primary education, 
it. is necessary to have a school for every village at 
least up to five forms. Construction of suitable buildings . 

' W. M. Kotschnig: Unemployment in the Learned Professions. 
page 316. 
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with equipment for this purpose, consisting of two 
rooms, 20 ft. X 30 ft. each, in rural areas would cost nearly 
Rs.66 crores (49 J millions). In urban areas, assuming 
that a room of 20 ft. x 30 ft. is necessary for about 30 
students and that the cost of buildings would be twice 
as high as that in rural areas, the cost of establishing 
primary schools would amount to Rs.20 crores (£15 
millions). 


31. Primary Education-. Recurring Cost 

The recurring expenditure on primary schools consists 
largely of the salaries of teachers, which are very low 
at present and which will have to be increased. According 
to some educationists it is possible to reduce the in- 
cidence of these salaries substantially by introducing 
suitable reforms such as increasing the number of 
students per teacher, introducing the part-time system, 
framing suitable curricula, etc. Increase in the number 
of students per teacher would alone reduce the cost by 
about 50 per cent. The League of Nations' Mission of 
Educational Experts which reported on the reorganiza- 
tion of education in China remarks: “In China as a whole 
there are 20.3 pupils to one teacher, whereas in many 
countries of a high standard of education there® are 2 
to 3 times as many. This should mean that in the same 
conditions and at the same expanse, between 2 and 3 
times as many pupils as are actually under instruction 
could be dealt with by the existing staffs of teachersj»and 
in the present very difficult conditions not less than 5(^ 
to 60 pupils per teacher should be taken as basis. 

But assuming that the present system continues, we 
calculate the recurring cost of making primary education 
compulsory to boys and girls between 6 and 11 years’^ 
age at an averags expenditure per pupH of Rs.l5 

* Quoted by Mr. R. V. Parulekar in Literacy in Indiat yage 113. 
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« 

(£1 2s. 6d.) in rural areas and Rs.25 (£1 17s. 6d.) in 
urban areas per annum. ^ The cost works out as follows: 


Students in rural areas 

Average cost per student per 
annum 

Total recurring cost per annum 

Students in urban areas 

Average cost per student per 
annum 

Total recurring cost per annum 

Total recurring cost in urban 
and rural areas 


44.1 million 

Rs.15 (£1 2s. 6d.) 
Rs.66 crores 
(£49 1 millions) 

6.5 million 

Rs.25 (£1 17s. 6d.) 
Rs.l6 crores 
(£12 millions) 

Rs.82 crores 
(£61 1 millions) 


To this, 7^ per cent, of the capital expenditure will 
have to be added for the maintenance oT buildings, 
which would amount to Rs.6 crores (£4^ millions) 
per annum. 


32. Adult Literacy 

Adult education should aim at literacy for all those 
who have passed the primary school leaving age of 
1 1 yedrs but have not passed 50 and who have not become 
literate. It will consist of a short course, mainly part- 
time, of about 3 to 6^ months’ duration. It is general 
experience that adults acquire literacy much more 
quickly than children if they are given proper instruction. 
On the basis of experiments made after the inauguration 
of Provincial Autonomy, the cost of making an adult 

* The average cost per student of primary, middle school and 
high school education which we have assumed in this memo- 
randum is generally on the low side as compared with that 
adopted by Mr. Sargent in his report. The figures we have 
assumed for primary education are, however, 75 per cent, 
above'the pre-warjaverage. 
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literate, i.e. able to read and write, roughly works out 
to Rs.4 (6s.) per adult. Theoretically, the total number 
of illiterate adults on the basis of the 1941 census, which 
a scheme of adult education will have to tackle, would 
be about 200 million. In actual practice, however, the 
number would be smaller, as a large proportion of the 
adults will pass out of the 11-50 age range and some 
others may die before it is possible to provide them with 
the necessary facilities for acquiring literacy. These 
two factors will bring down the number of adults to be 
made literate to about 165 million if the programme is 
spread over 15 years. At the rate of Rs.4 (6s.) per 
adult, the cost of liquidating the illiteracy of our adult 
population will therefore amount to about Rs.66 crores' 
(£49J millions). This, however, will not be a recurring 
cost, since once the existing illiterate adults are made 
literate, further efforts in this direction wotild not be 
necessary. Adult education classes, which will have to 
be generally morning or evening classes, can be conducted 
in buildings provided for primary, secondary or higher 

and would not, therefore, require any expenditure on 
buildings. The total cost of making the whole of our 
present population literate would thus amount to: 

Primary education — 

Non-recurring cost . . . . Rs.86 crores 

j (£64|^ millions) 
Recurring „ . . Rs.88 crores 

(£66 millions) 

Adult education „ . . . . Rs.66 crores 

(£49^ millions) 


33. Minimum Cost of Living 

The aggregate amount of income required 'fo meet the 
barest requirements of human life,,, as set out in the 
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foregoing paragraphs (which, however, exclude a number’ 
of small items such as fuel, etc.), would be as follows: 

Income required 
to be spent — 
round figures 
(Rs. crores) 

Cost of food .. .. 2,100 (£1,575 millions) 

Cost of clothing . . . . 260 (£195 millions) 

Recurring expenditure on 

housing 260 (£195 millions) 

Recurring expenditure on 
health and medicine . . 190 (£142^ millions) 

Recurring expenditure on 
primary education . . 90 (£67-2- millions) 

Total . . 2,900 (£2,175 millions) 

34. Income Below Minimum 
This means that, in order to secure a minimum 
standard of living, a per capita income of Rs.74 (£5 1 Is.) 
at pre-war prices is essential. That we are much below 
this minimum at present is indicated by the fact that 
according to the latest available estimate' of the national 
income of British India, which relates to the year 1931- 
32, our per capita income does not exceed Rs.65 
(£4 17s. 6d.). The figure for 1939 will be lower still if 
we make allowance for the large increase in the popula- 
tion of British India, 5 million per annum since 1931, 
which is not accompanied by any significant increase in 
the total national dividend. It is, therefore, necessary 
to increase our national income above the present level 
by a substantial margin even if we aim at nothing more 
than to secure for our people their bare requirements as 
human beings. 

’'The estimate of national income and its distribution for British 
India which has been used in this memorandum is that made 
by Dr. V. K. R. V. Rao and published in The National Income 
of British India, 1931-32. 
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III 

ECONOMIC PLAN EXPLAINED 
35. Low National Income 


The preceding discussion has shown that our present 
national “income is not sufficient to support even, a 
minimum standard of living. But if we are going to 
develop our resources according to a prearranged plan, 
we should certainly not be satisfied merely by providing 
for every person the minimum requirements of life. A 
planned economy must aim at raising the national income 
to such a level that after meeting the minimum require- 
ments every individual would be left with enough- 
resources for enjoyment of life and for cultural activities. 
Our present information, inadequate as it is, regarding 
the potential resources of the country in respect of raw 
materials, power and labour leads us to believe that given 
a systematic plan and adequate organization it is possible 
to raise our national income within a short time to a level 
considerably above that required for meeting, the mini- 
mum needs of life. Comparative figures of per capita 
national income in 1931 for certain countries of the world 
are given below to indicate the disparity between India 
and other countries: 


ANNUAL PER CAPITA INCOME IN Rs.i 


U.S.A. .. 

1,406 

France 621 


(£105 9s.) 

(£46 11s. 6d.) 

Canada . . 

1,038 

Germany 603 


(£77 17s.) 

(£40 4s. 6d.) 

U.K. . . 

980 

Japan 218 


(£73 10s.) 

(£16 7s. Od.) 

Australia 

792 

Br. India 65 


(£59 8s.) 

( £4 17s. 6d.) 


* The figures except tfijt for India are from The Conference Board 
Economic Record, August 3, 1939. The original dollar figures 
are converted at 1 ?=Rs.2.289. 
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36. Aim of Plan 

The objective we propose for a plan of economic 
development for India may be stated as follows. There 
should be a threefold increase in the total national 
dividend within a period of 15 years from the time the 
plan is put into execution. The aggregate income of 
British India as estimated in 1931-32 is Rs. 1,766 crores 
(£1,324J millions). This should be raised in 15 years to 
about Rs.5,300 crores (£3,975 millions). Assuming that 
the figure of per capita income calculated for British 
India is also applicable to the States, the range of increase 
in the total national dividend would be from Rs. 2,200 
crores (£1,650 millions) to Rs. 6,600 crores (£4,950 
millions) 


37. Increase in Per Capita Income 

A threefold increase in the total national dividend 
will result in an equivalent increase in the per capita in- 
come only on the assumption that our population over 
the planning period remains stationary. This assumption 
is, however, not likely to hold good. In the absence of 
adequate reliable data regarding fertility, it is extremely 
difficult to make any forecast about the future growth of 
our population over a period of years. But after balancing 
the various factors, we are inclined to believe that the 
rate of increase recorded during the last decade will 
generally hold good for the period of our plan. With 
the progress of the plan, both our birth rate and death 
Tate would decline, but the balance of births over deaths 
uis not likely to show any marked change. At the rate of 
5 million per annum the population of India at the end 
of 1960, assuming the plan to start in 1945, will, therefore, 
be 489 million and a threefold increase in our total 
national dividend would in effect mean a per capita in- 
come of Rs.l35 (£10 2s. 6d.) representing a doubling of 
the 1931-32 figure. 
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38. A Modest Goal 

This might appear to be too modest a goal for a 
planned economy to achieve, especially in view ot^ the 
fact that in the U.S.S.R., within a short period of 12 
years since the beginning of the first Five-Year Plan, 
the natioiial income is reported to have increased from 
25 billion roubles to 125 billion roubles, i.e. fivefold. 
As our national resources are not as extensive and varied 
as those of the U.S.S.R , and as we are anxious to avoid 
the heavy cost in terms of human suffering which the 
U.S.S.R. had to pay to achieve this spectacular result, 
we must necessarily fix our objective at a lower 
figure. 


^ 39. Balanced Economy 

The proposed threefold increase in India’s total 
national dividend will be brought about in such a way 
that the present overwhelming predominance of agricul- 
ture would be reduced and a more balanced economy 
established. According to the national income figures 
for 1931-32, the contribution of industry, agriculture and 
services to the total national dividend of British India 
is estimated at 17, 53 and 22 per cent, respectively. ^ 
(About 8 per cent, of the income has not been classified 
under any of these categories.) We propose a plan of 
development under which the respective percentages 
might be changed roughly to 35, 40 and 20 for the 
whole of India. On the basis of these percentages, the" 
threefold increase in the national income which is aimecP 
at would involve the following increments in the net 

^ As agricultural prices in 1931 were very low on account of ^the. 
general economic depression, these' proportions would* be 
• different in normal times. The proportion ofjincome from 
agriculture wouldt be higher and that from industry and 
services would be lower. 
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income from industry, agriculture and services: 



Net income in 

Net income 
expected after 

Percentage 


1931-32 

1 5 years 

increase 

Industry. . 

(Rs. crores) 
374 

(Rs. crores) 
2,240 

500 . 


(£280^ millions) 

(£1,680 millions) 


Agriculture 

1,166 

2,6701 

130 

Services . . 

(£874i- millions) 
484 

(£2,002^ millions) 
1,450 

200 


(£363 millions) 

(£1,087^ millions) 



40. Agricultural Character Unchanged 

At first sight the percentage increase in industrial 
income which this plan involves might appear to be 
disproportionately large as compared with the increase 
in agricultural income. But it has to be borne in mind 
that our industrial potentialities have to a great extent 
remained unexploited so far and adequate provision to 
make up this lag in industrial development would 
naturally mean a large percentage increase over the 
present level. On the other hand, as the demand for 
food crops which form the bulk of our agricultural pro- 
ducts is comparatively inelastic, even after taking into 
account the probable increase in population and the 
highe? le\«l of income which the plan will bring about 
and the larger demand for industrial raw materials, it is 
not likely that more (;han a 130 per cent, increase will 
be absorbed within the country. It is, however, neces- 
sary to mention that, although ultimately the contribu- 
tion of agriculture to our national dividend will be only 
'’^0 per cent, as compared with 53 per cent, in 1931-32, it 
will not change the essentially agricultural character of 

It is necessary to point out that this figure is calculated on the 
I ‘ basis of Dr. Rao’s estimate for 1931-32, which mainly takes 
into acccunt harvest prices, while the value of minimum food 
requirements which we have estimated in paragraph 11 is 
based on retail pr'ces. 
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our economy. From the point of view of employment, 
agriculture will continue to employ the greater part of 
our population. Even the U.S.S.R., in spite of the 
tremendous development of industries which she has 
achieved since the inauguration of the first Five-Year 
Plan in 1928, has not been able to reduce to any marked 
degree the percentage of population employed in her 
agriculture. 


41. Industries Classified 

The industries which an economic plan for India 
would seek to develop may be classified into two principal 
categories; (/) basic industries; and (ii) consumption 
goods industries. 


42. Basic Industries 

Basic industries, which would get priority over the 
other type of industries in the earlier years, would include 
among others the following principal groups: 

Power— electricity. 

Mining and metallurgy— iron and steel, aluminium, 
manganese, etc. 

, Engineering — machinery of all kinds, machine tools, 
etc. j ^ 

Chemicals — heavy chemicals, fertilizers, dyes, plas- 
tics, pharmaceuticals, etc. 

Armaments. 

Transport — railway engines and wagons, ship- 
building, automobiles, aircraft, etc. 

Cement. 

43. Importance of Basic Industries 

These industries are the basis on which the economic 
superstructure envisaged in the plan will have to be 
erected. It is obvious that in modern, times no industry 
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can be established without power, machinery, chemicals, 
etc. Similarly, without fertilizers it is difficult to imagine 
any. progress in agriculture. In the absence of adequate 
shipping and other forms of transport, economic life 
especially in a country of the dimensions of India will 
remain stagnant. But for the lack of most of these 
industries, India would not have been left so far behind 
other countries of the British Empire such as Canada 
and Australia in the matter of industrial development 
in response to war conditions. We consider it essential 
for the success of our economic plan that the basic 
industries, on which ultimately the whole economic 
development of the country depends, should be developed 
as rapidly as possible. 


44. Production of Power 

We have deliberately placed the production of power 
first in the list of basic industries because we believe 
that the development of our industries, both large- 
and small-scale, as also of agriculture and transport, will 
be determined to a large extent by the development of 
electricity. The rapid economic development of the 
U.S.S.R.'and Japan during the pre-war period and of 
Canada during the present war can ultimately be traced 
to the development of electricity in these countries. In 
fact in the U.S.S.R. a fifteen-year plan for the electrifi- 
cation of the country, the Goelro, was drafted as far back 
„as in 1920, and it was only when the success of this plan 
was established beyond doubt that the ambitious five-year 
plans were put into execution. The scope for the develop- 
ment of hydro-electric energy in particular is very large 
in India. Its potential reserves have been estimated at 
about 27 million kilowatts, out of which only half a 
million kilowatts have been developed so far. 
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45. Consumption Goods Industries 

Some of the principal consumption goods industries 
which should be further developed in India are: 

Textiles — cotton, silk and wool. 

Glass industry. 

Leather goods industry. 

Paper industry. 

Tobacco industry. 

Oil industry, etc. 

46. Consumer's Choice 

The list of consumption goods industries given above 
is only illustrative. The nature and kind of consumption 
goods -industries to be developed will ultimately be 
dependent upon the income of the people. As incom?" 
increases, the •> percentage of expenditure on different 
classes of consumption goods will show marked varia- 
tions. For example, demand for articles of consumption 
like furniture, books, artware, etc., which will be rela- 
tively small at a low income level, will increase as the 
general level of income rises. What classes of consump- 
tion goods industries should be developed will naturally 
be decided from time to time, as the plan progresses, in 
the light of variations in the demands of consumers. As 
far as is consistent with planning, the free choice of 
consumers in respect of consumption goods should suffer 
no restriction. ’ 

47. Scope for Small Industries 

It is an essential part of our plan for the organization 
of industries that adequate scope should be provided for 
small-scale and cottage industries along with large-scale 
industries. This is important not merely as a means'^f 
affording employnftent but also of reducing 'the need for 
capital, particularly of external capital, in ^the early 
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stages of the plan. It is difficult to define the considera- 
tions on which the choice between large- and small- 
scale industries and cottage industries should be deter- 
mined. The factors involved in the choice are numerous 
and often conflicting. But generally it may be stated that 
while in basic industries there is little scope for small 
industrial units, they have an important and useful place 
in consumption goods industries where their function 
is in many cases complementary to that of large units. 

48. Capital for Industries 

It is extremely difficult to make an estimate of the'' 
amount of capital which India would require to carry 
out the programme of industrial development outlined 
above. A large number of the industries proposed would^ 
be new to the country and the proportion of capital 
required by each of them to the net product which it is 
likely to contribute would show marked variations. It 
may be explained that by the “net product” of an in- 
dustry in this context is meant its gross production less^ 
the cost of raw materials and power consumed by it. 
And “capital” includes not merely paid-up capital but 
also general reserves and borrowed funds. In the nature 
of things some industries like the hydro-electric industry 
are boundHo require in proportion to their net product 
a much higher proportion of capital than, say, textiles. 
The proportion of capital employed will also vary accord- 
ing to the extent to which capitalistic methods of pro- 
duction are employed and technological advances are 
rnade use of. 

49. Wide Variations in the Ratio 
No figure either of valuation of capital employed 
in"' existing industries in the country or of their net 
product are'available. But the ratios bf capital employed 
_ to net product worked out on the basis of information 
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given in the balance sheets for the Bombay cotton textile 
industry, the Associated Cement Companies and the Tata 
hydro-electric group are as follows: — 

Cotton textile Cement Hydro-electricity 


1937 .. 

. . 2.13 

3.12 

9.19 

1938 .. 

. . 2.62 

2.11 

7.80 

1939 ". . 

. . 3.73 

2.53 

8.23 


50. A Low Ratio Assumed 

Taking into account the fact that while India has 
plenty of labour, her capital resources are compara- 
tively small, we think that industries should be organized 
in such a way that over the whole planning period the 
ratio of capital including land and buildings to net 
product would not be too high. Provision for small- 
scale and cottage industries in the industrial organiza- 
tion of the futsre has been suggested by us partly with 
this object in view. Assuming a ratio of 2-4, which as 
compared with similar ratios in other countries is a low 
proportion, the total amount of capital required to 
increase our net industrial output to Rs. 2,240 crores 
(£1,680 millions) as visualised in the plan would be in 
the neighbourhood of Rs.4,480 crores (£3,360 millions). 
In this connection it may be mentioned that the amount 
of capital invested in our industries, excluding railways 
and other forms of transport, in the pre-war period has 
been estimated at about Rs.700 crores (£525 millions). 

51. Agricultural Development 

In the proposed plan we have aimed at increasing _ 
our agricultural production by 130 per cent. The target 
has deliberately been fixed low. Our idea is that 
in respect of agricultural commodities India should as_ 
far as possible aim at feeding her own population 
adequately and should not aspire in the initial years of 
planning to export to foreign markets. Our plan for 
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agricultural development aims not merely at increasing 
production generally but also at increasing the produc- 
tion. of those crops which are necessary for feeding the 
population. This would necessarily involve a readjust- 
ment of the areas under cultivation of different crops. 
Areas under commercial crops like jute, tea, cotton, 
oilseeds, etc., the fortunes of which are to a substantial 
extent dependent on foreign trade and which have 
introduced a serious element of uncertainty in our 
economic life, would have to be adjusted to the condi- 
tions of international trade that might prevail in the 
post-war period. The substitution of a large proportion 
of the existing short staple cotton by long staple 
■ varieties and the development of cotton textile and oil- 
^crushing industries within the country would, however, 
reduce the dependence of these crops on foreign markets. 
In respect of food crops it is not only desirable that their 
production should be increased but the proportion of 
areas under cereals, pulses, vegetables, fruit, etc., would 
have to be fixed in relation to the requirements of a 
nutritive diet. 


52. Reforms Proposed 

Increase in agricultural production, however, pre- 
suppbses Certain fundamental reforms. The most impor- 
tant question to be solved is that of the size of agricultural 
holdings. The average holding at present is not 
more than three acres scattered over the village in 
‘tiny fragments. Although there may be definite limits to 
^the advantages arising out of consolidation of holdings 
and increase in their size, it is one of the main reforms 
which would be necessary for the adoption of intensive 
. farming. To bring it about, co-operative farming appears 
K) present less difficulties than any other method that 
may be suggested. It increases the^size of the holding 
for purposes of cultivation without depriving the culti- 
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vators of their right to the ownership of their existing 
holdings. In order that co-operative farming should 
come into vogue as early as possible, some measure of 
compulsion appears desirable. 

53. Rural Indebtedness 

It is also necessary to liquidate the burden of 
agricultural indebtedness. The debt which was estimated 
at Rs. 1,200 crores (£900 millions) before the war has 
since been probably reduced to a considerably smaller 
figure as a result of the favourable prices realized by 
agriculturists during the last two years. It is perhaps 
possible to reduce this further by means of conciliation. 
The liquidation of debt should be arranged principally 
through co-operative societies, which would require to tuie 
suitably organized for the purpose and provided with 
sufficient long-term finance It may be pointed out that 
the finance required for this is not included in ourestimate 
of capital expenditure since the debt of the agriculturist 
represents the savings of another class and these savings 
would themselves be available directly or indirectly for 
financing co-operative societies. 

54. Soil Erosion 

In addition to the size of holdings ’* and’ rural 
indebtedness, there is a third problem the seriousness of 
which has not yet been fully realised but which will need 
attention if our agriculture is to be improved. This is 
the problem of soil erosion. Every year large quantities 
of valuable top soil are washed away by rain never 
come back. If this process goes on, millions of acres of 
land will be permanently lost for cultivation. It is 
essential to check this evil in time by terracing arable 
lands, launching schemes of afforestation and adopting 
other measures suitable to conditions in different tracts. 
For soil conservation and other permanent improvements 
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to land, a sum of about Rs.200 crores (£150 millions) 
should be provided as capital outlay and Rs.lO crores 
(£7| .millions) as recurring expenditure. 

55. IVays of Increasing Output 

When these three fundamental questions, ,viz., the 
size of holdings, indebtedness, and soil erosion, have been 
tackled, agricultural production in India can be increased 
by (/) extending the area under cultivation or by (n) 
improving the yield per acre or by {in) a combination of 
both. Although at present 18 per cent, of the area in 
British India, 94 million acres, is classified as cultivable 
waste, it is extremely doubtful whether much of it is 
really cultivable. The question deserves to be thoroughly 
uinvestigated. 


56. Yield per Acre 

Improvement in yield, on the other hand, appears 
to have great possibilities. The following comparative 
figures are significant: 


YIELD PER ACRE IN TONS— 1939-40 


U.S.A. 

Rice 

1.01 

Wheat 

0.37 

Sugar cane 
20.06 

Cotton 

0.11 

Canada 
Australia . . 



0.52 





— 

0.42 

— 

— 

Japan 

1,61 

— 

— 

— 

Egypt 

— c 

— 

— 

0.23 

Java 

— . 

— 

54.91 

— 

India 

0.35 

0.32 

12.66 

0.04 


57. Irrigation 

Improvement in the yield per acre can only be brought 
about by better methods of farming which would 
include irrigation, better rotation of crops, use of 
better varieties of seeds, manure, improved types of 
implements, etc. Of the total area of 209 million acres 
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Zi 

under cultivation in British India in 1938-39, only 54 
million acres were irrigated — 28 million acres by canals, 
6 million by tanks, 13 million by wells and 7 millipn by 
other sources. It is necessary to increase the area under 
irrigation substantially if the yield of our crops is to be 
improved. We estimate the increase required at 200 
per cent, in the area irrigated by canals and by all the 
other means combined. The total capital outlay on the 
existing canals amounted to Rs.l53 crores (£11 4f 
millions) in 1938-39 and the annual working expenses 
were in the neighbourhood of Rs.5 crores (£3| millions) 
On this basis the capital cost of the additional canals 
would work out to Rs.303 crores (£227J millions) and 
their maintenance would require a sum not exceeding 
10 crores of rupees (£7^ millions) per annum. Con^ 
struction of new canals to this extent will, however, 
involve the ere’ction of expensive dams for impounding 
water. In view of this, the amount of capital required 
for the construction of canals may be increased to 
Rs.400 crores (£300 millions). It may be mentioned 
inddentaJly that in coJistTvcthvg .’jejv canab the pesst- 
bility of their being used for the production of hydro- 
electric power should not be lost sight of. The cost of 
constructing tanks, wells, etc., to irrigate another 48 
million acres may be roughly estimated at aboutjRs.SO 
crores (£37^ millions). Maintenance charges for this 
form of irrigation would be relatively small. 

58. Model Farms 

In order to popularize improved methods of cultivation 
and dairy farming and to educate the cultivator in 
their use, a large extension of model farms would 
be necessary. On the basis of one farm for 10 villages,, 
the number of farms required would be about 65,0(W. 
Besides educating the cultivator in the use of improved 
methods of farming, these farms would be 'expected 
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to provide improved varieties of seed and manure, 
agricultural implements, bullocks, etc., and generally 
to help agriculturists. As improvement in the yield 
of agriculture will largely depend on the introduction 
of fertilizers, both organic and inorganic, it will be an 
important responsibility of the model farm to give proper 
instruction to the farmer regarding their use. Each of 
these farms should also be provided with a veterinary 
branch. The cost of a farm established on these lines 
may be estimated at Rs.50,000 (£3,750) — Rs. 30,000 
(£2,250) on account of capital and Rs. 20,000 (£1,500) 
on account of working expenses. 

59. Working Capital 

In addition to the amounts indicated above, it is 
necessary to provide for the working capital required 
to finance current agricultural operations. We estimate 
that a sum of Rs.250 crores (£187| millions) would be 
sufficient to finance the increase in agricultural output 
expected itndeT our scheme. 

X 60. Capital for Agriculture 

The total amount of capital required for increasing 
agricultural production to the target figure is shown 
below: 

Non-recurring Recurring 

expenditure expenditure 

(Rs. crores) (Rs. crores) 

Soil conserva- 
tion, etc. . . 200 (£150 millions) 10 (£7 J millions) 

Working 

capital .. — 250 (£187i millions) 

Irrigation — 

Canals . . 400 (£300 millions) 10 (£7i millions) 
Wells .. 50 (£37i miUions) — 

Model farms 195 (£I46i millions) 130 (£97J millions) 

S'" 5 (£633} millions) 400 (£300 millions) 
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61. Transport and Communications 

An increase 'in the volume of industrial and 
agricultural production as envisaged in the previous 
paragraphs will result in a large movement of goods and 
services within the country. The increase in the net 
income ftom trade and services which we anticipate is 
about 200 per cent. Internal trade may well be expected 
to increase to an extent which would necessitate a large 
expansion of the means of communication, particularly 
railways, roads, shipping and civil aviation. In all these 
spheres India is seriously deficient. India with an area 
of approximately 1,580,000 square miles has about 41,000 
miles of railway, while Europe, excepting the U.S.S.R., 
with an area of 1,660,000 square miles has 190,000 miles 
of railway. Similarly, in British India the proportion oSi 
road mileage to area works out at 35 miles per 100 square 
miles. The corresponding figure for the U.S.A. is 100 and 
for the U.K. 200. Coastal shipping has been even more 
seriously neglected. Taking into account the fact that 
railways have received comparatively more attention 
in India and that in future the necessity of developing 
communications in rural areas would be more urgent, we 
should aim at an increase of 21,000 miles in railways and 
300,000 miles in roads. This would mean an increase 
of 50 per cent, over the existing railway mileage tmd an 
increase of 100 per cent, in the mileage of roads in British 
India alone. For the developmen,t of shipping, our aim 
should be to improve the small natural harbours that are 
scattered along India’s extensive coast-line and to provide, 
them with loading and unloading facilities. As regards 
civil aviation, since the expenditure likely to be incurred 
at the present stage will be relatively small, we have 
included no specific proposals regarding it. 

s 62. Railways 

The total route mileage of railways in* India was 
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41,000 miles in 1938-39 and the total capital at charge 
was Rs.848 crores (£636 millions). Assuming that the 
ratio of capital to route mileage remains the same, the 
capital cost of adding about 21,000 miles of new railway 
line in this country would roughly amount to Rs.434 
crores (£325^ millions). Maintenance charges at the rate 
of about 2 per cent, would work out to Rs.9 crores 
(£6| millions) per annum. 

63. Roads 

The length of existing roads in British India is in 
the neighbourhood of 300,000 miles. Of these 74,000 
miles are metalled and 226,000 miles are unmetalled. 
The programme of doubling this mileage in 15 years is 
intended to cover mainly village roads and the humbler 
'"district roads. Our idea is that all important villages 
should be connected with the main highways of trade so 
that “no village with a population of 1,000 and over 
should be more than, say, a mile or half a mile from a 
public road.”^ If side by side with this road development 
the bullock cart, which is bound to remain the principal 
means of vehicular traffic in rural areas, is also improved, 
especially by making the use of pneumatic tyres universal, 
it would go a long way towards reducing the cost of 
maintenance. As villages are not likely to have heavy 
traffic) we"^ suggest that the roads connecting them with 
traffic roads or trunk roads should be ordinary metalled 
roads. The use of p.ieumatic tyres for bullock carts 
should make them quite suitable for such roads. On an 
average the cost of a metalled road, 18 feet wide, is 
.estimated at Rs. 10,000 (-£750) per mile. On this basis 
the cost of constructing 300,000 miles of additional road 
mileage in India would amount to Rs.300 crores (£225 
.millions). The cost of maintenance would be Rs.35 
crores (£26J millions). 

«> 

‘ Presidential address of Sir Kenneth Mitchell to the eighth session 
of the Indian Roads Congress, 1943. 
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64. Reconstruction of Existing Roads 

If India is to have an adequate road system in 
future it is necessary, in addition to constructing this new 
mileage of roads, to metal the 226,000 miles of ordinary 
earth roads that are being used for vehicular traffic at 
present. The cost of reconstructing these roads at the 
rate of, say, Rs. 5,000 (£375) per mile would amount to 
Rs.ll3 crores (£84| millions). If they are reconstructed, 
the cost of their maintenance will be less than what is 
incurred at present. 

65. Shipping 

For a long time past, very few ports in India except 
Bombay, Calcutta, Madras and Karachi have had , 
adequate shipping facilities. In recent times several 
smaller ports,* principally in Indian States, have beetlT 
developed, but, still the number of ports suitable for 
shipping is very small. If shipping is to occupy its 
legitimate place in the transport system of the future, 
it is necessary to provide more harbours suitable for 
small ships. A capital expenditure of about Rs.50 
crores (£37J millions) may be estimated for the purpose. 
At 10 per cent, the maintenance charges would qmount 
to Rs.5 crores (£3J millions) per annum. 

66. Cost of Transport 

The total cost of increasing ■ rail and road mileage 
and improving ports would thus^be: 

Non-recurring Recurring 

expenditure expenditure 

(Rs. crores) (Rs. crores) 

Railways . . 434 (£325J millions) 9 (£6t millions) 

Roads— 

New con- 
struction 300 (£225 millions) 35 (£26J millions) 
Reconstruc- 
tion .. 113 (£84i millions) — 

Ports . . . . 50 (£37| millions) 5 (£3f millions) 

_si 2 

Total . . 897 (£672i millions) 49 (£36i millions) 
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67. Co-operation of the People 

in the execution of a comprehensive plan of economic 
development, it is essential that we should be able 
to count on the willing co-operation of the. people. 
This will be possible only if the masses are able to read 
and write and are in a position to understand for them- 
selves the broad implications of the developments 
embodied in the plan. The execution of a plan which 
aims at an all-round development will also require a huge 
personnel trained for technical posts in agriculture, 
industry and trade and for general administration. Pro- 
vision of primary education, which has been mentioned 
as one of the essential requirements of a reasonable 
standard of living, would under Mr. Sargent’s scheme 
require about 1,800,000 teachers in British India alone. 
Provision of adequate medical help would need a large 
number of doctors and nurses. As our natural resources 
such as minerals, hydro-electric power, soil, etc., are not 
yet properly surveyed, exterrsive surveys^ will have to be 
mdeiVaketito aseeitattit’nevr , ryardVcy ■aud disttv 

bution and a large number of research stations will be 
required to carry out investigations. Some idea of the 
personnel required for large-scale economic planning may 
be gg themed from the following statement relating to 
Soviet Russia in 1939;^ 

t 

^ Sir Cyril Fox states: As a result of 97 years’ work carried out 
by officers of the Geological Survey of India, it has been found 
that an average of 500 square miles can be accurately surveyed 
each year, and that the average service in the field is about 
10 years per geologist. Rou^y, 100 geologists in all have 
been so employed since 1846, so that theoretically only 500,000 
square miles could have been examined in any detail in the 
time, and there remain over a million square miles still to 
scrutinise. 

^ E. Strauss:’i'ower Russia, page 317. 
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Managing staff of Soviet economy — 


Heads of administration, etc. 

450,000 

Managers of State industry . . 
Managers of State and collective 

350,000 

farms 

582,000 

Others . . 

369,000 

Engineers, architects 

330,000 

Technicians . . 

906,000 

Teachers, research workers . . 

1,049,000 

Accountants, economists, statisticians 

2,439,000 

Others 

3,116,000 

Total Soviet intelligentsia 

9,591,000 

Total Soviet population . . 

170,000,000 


68. Programme of Education 
To achieve mass literacy and to secure a sufficient 
number of edifcated administrators and trained techni- 
cians, a comprehensive programme of education is 
necessary. This should cover the following main aspects: 

Primary education. 

Adult education. 

Secondary and vocational education. 

University education. 

Scientific education and research. 

69. Adult Education 

The expenditure necessary Jo provide universal 
primary education and to secure literacy for adults has 
already been indicated in paragraph 32. As regards adult 
education, something more is necessary under a plan of 
development than the minimum provision suggested i3 
that paragraph. The content of adult education should 
be widened so that it will make “every possible member 
of a state an effective citizen and thus give reality to tj;ie' 
ideal of democracy^’ To achieve this, a schome of adult 
education must also provide for cultural and vocational 
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education besides the teaching of the three R’s. W 
estimate the cost of this per adult roughly at Rs.2^ (Ss.^ 
and the total at Rs.33 crores (£24| millions). This will 
bring the aggregate cost of adult education, including the 
provision made in paragraph 32, to Rs.99 crores (£74J 
millions). 


70. Secondary Education 

It is necessary to split up secondary education into 
two parts: middle school and high school education. 
The former is considered as important as primary educa- 
tion. “There is little hope of permanently improving 
_ the conditions of village life and of making the rural 
population responsive to fruitful ideas unless the 
■pyounger generation is educated beyond the primary 
stage up to an age when boys and girls j^ealize that they 
are becoming social and economic assets to the com- 
munity.”^ All primary school students should, there- 
fore, be given a course of middle school education for 
three years in order to make them useful citizens. 
Approximately, the expenditure on accommodation for 
middle schools will be half that for primary schools. For 
high schools, the accommodation required would be 
mainly in the bigger villages and urban areas and its 
cost iflay be calculated on the basis of building costs in 
urban areas. Mr. Sargent suggests that “roughly one 
child in every five wif' be able with profit to enter the 
high school stage.” The likely number of high school 
.students on this basis would be round about 10 million. 
An approximate estimate of recurring expenditure on 
secondary education may be made by applying the 
average cost per student in middle schools and high 
schools in the country during the pre-war period. The 

' Figure base-i on Mr. Sargent’s estimate. ^ 

“ Report on Vocational Education in India, page 13. 
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aS» 

?tal expenditure on middle school and high school 
fiucation would then be as follows; 


Middle schools in rural areas — 
buildings and equipment 

Middle* school" students in rural 
areas 

Average cost per student per 
annum . . 

Cost of middle school education 
in rural areas . . 

Middle schools in urban areas — 
buildings and equipment 

Middle schoql students in urban 
areas 

Average cost per student per 
annum 

Cost of middle school education 
in urban areas . . 

High schools — buildings and 

equipment 

Number of high school students 

Average cost per student per> 
annum . . 

Cost of high school education . . 

Cost of maintenance of middle 
school and high school build- 
ings at 1\ per cent, of capital 
expenditure 


Rs.34 crores 
(£25|^ millions) 

22 million 

Rs.22 
(£1 13s.) 

Rs.49 crores 
{£36| millions) 

Rs.ll crores 
(£8J millions) 

3.3 million 

Rs.31 

(£2 6s. 6d.) 

Rs.lO crores 
(£7^ millions) 

Rs.33 crores 
(£24} millions) 
10 million 

Rs.64 
(£4 16s.) 

Rs.64 crores 
(£48 millions) 


Rs.6 crojes 
{£Ai millions) 
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71. University and Technical Education 
For vocational education,^ university education and 
scientific education and reasearch, the data necessary 
for a detailed calculation are lacking. We propose 
therefore, to take roughly 5/lOOOths of the national^ 
income per year as a comprehensive measure of the 
expenditure which would be required. This would 
amount roughly to Rs.lO crores (£7J millions) in the 
first year of the plan and to Rs.30 crores (£22J millions) 
in the last year. It may be mentioned that the total 
expenditure on scientific education and research amounts 
to 1/lOOOth of the national income in the U.K., 
fi/lOOOths of the national income in the U.S.A. and 
lO/lOOOths of the national income in the U.S.S.R. All 
. told, the amount of expenditure on education would be: 

Non-recurring Recurring 

expenditure expenditure 

(Rs, crores) (Rs. crores) 

Primary education 86 (£64J millions) 88 (£66 millions) 

Adult education 99 (£74i millions) — 

Secondary educa- 
tion .. .. 82 (£61i millions) 129 {£96| millions). 

University educa- 
tion, scientific 
education and 

research . . — average 20 (£15 millionsi 

Total .. 267 (£200i millions) 237 (£177J millions,*^ 

72. Public Health 

The expenditure necessary under public health has be.en 
indicated in paragraph 28. No further provision is 
necessary under a 15-year plan. 

^ The average cost per pupil per annum in the technical and , 
industrial schools in the U.P. in 1937 ranged from Rs.l55 > 
(£11 12s. 6d.) to Rs.869 (£65 3s. 6d.), although there was j 
a good deal of concentration between Rs.200 (£15) and Rs.300 ^ 
(£22 10s.). The Industrial Commission, 1916-18, estimated; 
that the average cost per pupil in industrial schools would b f 
about Rs.200 (£15) and that they could be established witi 4 
a capital of Rs.iOO (£37 10s.) per student. 
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73. Allowance for Increase in Population 

In estimating the capital outlay on education and 
public health, we have not taken into account the 
probable increase in population during the period of the 
plan. This is because We have not made any allowance 
in our estimate for the expenditure which has already 
been incurred on education and public health up to now, 
and we assume that this amount would be sufiBcient 
to cover the expenditure d'lie to increase in popu/ation. 


74. Cost of Aci(jitional Housing 

In the case of housing, however, there is no such 
reserve in the estimate given in paragraph 15 out oS^ 
which provision may be made for an increase in 
population. Iff estimating the capital expenditure on 
house construction during the period of the plan, we 
must, therefore, take into account the additional housing 
necessary for increase in population. A capital outlay 
of about Rs.SW crores (£600 miffions) would be 
required for this purpose. The total amount of capital 
required for bringing existing housing up to the mini- 
mum standard we have laid down and for providing new 
houses to meet an increase jn population woald, there- 
fore, amount to Rs. 2,200 Cfores (£1,650 millions). At 
per cent, of the total capital expenditure, including 
the value of existing housing, the cost of maintenance 
would be Rs.318 crores (£^38^ millions.) 


75. Miscellaneous Capital Expenditure 

For miscellaneous capita} expenses which have not 
been specifically mentioneci, a sum of Rs.200 crore% 
(£150 millions) might be provided. No separate figure 
For maintenance charges under this head seems necessary. 
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76. Cost Classified 

The total expenditure which the plan is likely to involve 
is summarized below: 

Non-recurring Recurring 

expenditure expenditure 

(Rs. crores) (Rs. crores) 

Industry . . 4,480' (£3,360 millions) — 

Agriculture.. 845 (£633i millions) 400 (£300 millions) 

Communica- 
tions . . 897 (£672J millions) 49 (£36i millions) 

Education .. 267 (£2001 millions) 237 (£177i millions) 

Health .. 281 (£210 j millions) 185 (£138| millions) 

Housing ..2,200 (£1,650 millions) 318 (£238i millions) 

Miscellaneous 200 (£150 millions) — 


Total .. 9,170 (£6, 877J millions) 1,189 (£891 J millions) 


77. Total Capital Required 

Throughout this section we have shown recurring 
and non-recurring expenditure separately. We have 
.made .this jdLxtinr-tinn .with -thf Jtijiftnt jiP.indkatirig.hAW 
the capital expenditure is distributed and how it has 
been arrived at. In view of the fact that income from 
agriculture and industry and the revenue required for 
such services as education, health and communications 
may not be available in sufficient amount in the initial 
years, we have thought it desirable to include in our 
estimate of the total Amount of capital which the plan 
is likely to require, the recurring charges for one yea^ 
in respect of the completed plan. On this basis th&^ total 
capital requirements of the plan we have outlined woultj' 
amount to about Rs. 10,000 crores (£7,500 millions|f' 
distributed as follows: 

' The ratio of 2.4 which we have assumed for Estimating the 
total arribunt of capital required foiyndustrial development 
includes both fixed capital and working capital. The figure 
of working capital is not therefore separately calculated. 
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Industry 

(Rs. crores) 

. . 4,480 

(£3,360 millions) 

Agriculture 

. . 1,240 

(£930 millions) 

Communications 

940 

(£705 millions) 

Education 

490 

(£367^ millions) 

Health . . 

450 

(£3371 millions) 

Housing 

. . 2,200 

(£1,650 millions) 

Miscellaneous 

200 

(£150 millions) 

Total 

. . 10,000 

(£7,500 millions) 


IV 

SOURCES OF FINANCE 
78. External and Internal Finance 

In examining the sources from which the finance 
required for the plan may be obtained, it is important to 
Distinguish between external finance and internal finance. 
External finance is the finance available for payment to 
foreign countries for goods and services imported from 
lem, while internal finance is that required within the 
ountry for the mobilization of our resources. In the 
initial years of planning, India will be dependent almost 
..ntirely on foreign countries for the machinery and 
lechnical skill necessary for the establishmen'd of'both 
basic and other industries. As the plan develops, our 
dependence on foreign countries gi this matter should 
steadily decline. The imports of machinery and technical 
skill inevitable in the initial years of planniag would 
require a large amount of external finance, the raising of 
'hich constitutes an important problem in a plan 
f economic development. Internal finance on the scale 
/hich we consider necessary will also raise serious diffi- 
culties, but in a planned economy these would not bu' 
insurmountable. The sources of external and internal 
finance which would be available to us are; 
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External finance: 

The hoarded wealth of the country, mainly gold. 
Our short-term loans to the U.K. — sterling 
securities held by the Reserve Bank of India. 
Our favourable balance of trade. 

Foreign borrowing. 

Internal finance: 

Savings of the people. 

New money created against ad hoc securities, 
i.e. on the inherent credit of the government. 


79. Hoarded Wealth 

The volume of hoarded wealth in India has been 
estimated at about Rs. 1,000 crores (£750 millions) after 
allowing for the recent exports of “dstress” gold. A 
part of this should become available for capital invest- 
ment if, as is assumed at the beginning of this memo- 
randum, a national government comes into power in 
which people have full faith and if suitable means are 
adopted for attracting hoards from their place of con- 
cealment. The amount available from this source may be 
estimated at not more than Rs.300 crores (£225 millions). 


80. Sterling Securities 

Our sterling securities in the Banking and Issue 
.Departments of the Reserve Bank of India amount to 
^about Rs.800 crores (£600 millions) at the moment. If 
the war continues for a year or two and His Majesty’s 
(|Overnment continue to make purchases from India on 
the same scale as they have been making them hitherto, 
the'amount is likely to increase to Rs. 1,000 crores (£750 
millions). ' This could be utilized for importing the 
capital goods required at the beginning of the plan. 
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81. Balance of Trade 

As a result of the general policy of directing 
agricultural production primarily with a view to meeting 
the internal demand which we advocate in this plan, our 
export trade is likely to diminish in future. Side by side, 
the development of consumption goods industries and 
food crops within the country will bring about a reduction 
in the volume of imports. Our favourable balance on 
normal trade account is not, therefore, likely to shrink 
below Rs.40 crores (£30 millions) per annum which, 
because of the repatriation of most of our sterling debt, 
will be available as external finance. The total amount 
which might be expected from this source in 15 years will, 
therefore, be about Rs.600 crores (£450 millions). 


^82. Foreign Borrowing 

India’s credit in foreign capital markets is now very 
high and she can, therefore, borrow substantial amounts 
of capital if she so wishes in these markets, especially 
in America. Such capital, if it is not accompanied 
by political influence or interference of foreign vested 
interests, should not be unwelcome. Even if India 
resorts to “created money” as she is likely to, ^ since 
this finance is to be employed for promoting “an expan- 
sionist economy, its effect on her credit in foreign markets 
would not be so serious as it otherwise would be. By 
giving priority to basic industries in our programme of 
development and by using our sterling balances in the 
initial stages for importing the necessary plant, machinerp 
and technical experts, it is, however, possible to curtail 
our requirements of external finance. As the plan pro- 
ceeds, India would be able to satisfy her requirements of 
heavy machinery and other capital goods from her owh 
industries. We may'' put the figure of foreign loans at 
about Rs.700 crores (£525 millions). > 
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83. Savings in Foreign Countries 

An important source of finance which would assume 
considerable proportions as national income grows, is 
the volume of savings within the country. The 
percentage of savings to national income in some foreign 
countries is given below 


1900-10 

U.K. 

12.2 

U.S.A. 

14.3 

Germany 

19.1 

Japan 

Russia 

8.2 

1919-24 

8.1 

12.2 

— 

21.9 

— . 

1925-30 

7.6 

10.9 

7.7 

19.8 

7.8 

1934-37 

7.0 

5.0 

11.8 

21.9 

14.2 


84. Savings in India 

In India, taking into account the fact that the present 
standard of living is extremely low and that no pro- 
vision has been made for the increased taxation which 
a planned economy would necessitate, we do not assume 
that more than 6 per cent, of the national income on an 
average would become available for investment during 
the period of the plan. On this basis the total amount 
which could be obtained over the whole period from the 
savings of the people would be in the neighbourhood of 
Rs.4,000 crores (£3,000 millions). 

85. "Created Money" 

We have estimated the savings which would be 
available for investment at a conservative figure. It is 
possible that a larger percentage of the national income 
than we have estimated may be forthcoming as savings. 
If this possibility, however, does not materialize, a large 
part of the capital required, about Rs.3,400 crores (£2,550 
millions) would have to .be created by borrowing against 
ad hoc securities from the Reserve Bank. New money 
to this extent can be created only if people have full 

* Colin Clark: The Conditions of Economic Progress, page 406. 
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confidence in the resources and bona fides of the govern- 
ment that creates it. There is nothing unsound in creat- 
ing this money, because it is meant to increase the 
productive capacity of the nation and in the long run is 
of a self-liquidating character. At the end of the period, 
the general level of prices would in all probability be 
lower than at the beginning of the plan. During the 
greater part of the planning period, however, financing 
of economic development by means of “created money” 
on this scale is likely to lead to a gap between the volume 
of purchasing power in the hands of the people and the 
volume of goods available. How to bridge this gap and 
to keep prices within limits will be a constant problem 
which the planning authority will have to tackle. During 
this period, in order to prevent the inequitable distri- 
bution of the burden between different classes which this^' 
method of financing will involve, practically every aspect 
of economic life will have to be so rigorously controlled 
by government that individual liberty and freedom of 
enterprise will suffer a temporary eclipse. 


86. Sources of Finance Summarized 

The amount of capital which we expect to get from 
the various sources mentioned above is summarized 
below: 


External finance: 


(Rs. crores) 


Hoarded 

wealth 

300 

(£225 miUions) 

Sterling 
securities . . 

1,000 

(£750 millions) 

Balance of 
trade 

600 

(£450 millions) 

Foreign 

borrowing 

700 

(£525 millions) 


2,600 ^ (£1,950 millions) 
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Internal finance: 

Savings . . 4,000 (£3,000 millions) 

“Created 

money” . . 3,400 (£2,550 millions) 

7,400 (£5,550 millions) 


Total .. 10,000 (£7,5Q0 millions) 

87. Method of Raising Finance 
Our object in this section has been to indicate the 
sources from which the capital expenditure required for 
the plan may be met. The precise form in which the 
capital may be raised, whether by the state in the shape 
of taxation or government borrowings or by private 
voluntary investment, is a question which can only be 
.considered, when the plan is ready for execution, in the 
light of conditions then prevailing. It will depend among 
other things on the role to be assigned to the state in the 
future economy of the country and also on the position 
of the money market after the war. 

88. Finance, only a Camp Follower 
It is necessary to emphasize that in a planned economy 
we are primarily thinking in terms of commodities 
and services. Money or finance is therefore completely 
subseivieitt to the requirements of the economy as 
a whole and must be treated merely as a means of 
mobilizing the internal resources of the country in 
materials and man-power. 


, V 

STAGES OF DEVELOPMENT 

89. Determination of Stages 
f In determining the stages by which the plan is to 
be completed, the following factors should be taken 
into account: (i) the extent to which natural resources, 
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labour, capital goods and managerial ability could be 
made available; (u) the necessity of giving priority to 
certain kinds of development over others for the success 
of the whole plan; and (in) the importance of avoiding 
too great a strain on the country’s economy in the execu- 
tion of the plan. 

90 . Adequacy of Resources 

Regarding (i) it may be stated that it will be an essential 
part of the plan to make a thorough survey of our 
soils, water-power resources, geological wealth, etc. 
On the basis of available information, which is admittedly 
incomplete, it is probable that most of the raw materials, 
required for the plan outlined in this memorandum would 
be available within the country in requisite quantititJ. 
In respect of labour, capital and managerial ability, the 
situation woul5 be somewhat different in the initial years. 
We have plenty of unskilled labour in the country, but 
in addition to this, a large supply of skilled labour and 
trained technicians will be necessary. This will become 
available as in Russia and Poland when the schemes for 
their recruitment and training, which in themselves would 
be an important part of the plan, are complete and put 
into operation. But till this supply is forthcoming, India 
will have to import foreign technicians. Tl?e pMn will, 
therefore, have to be arranged in such a way that the 
schemes undertaken in the earli'jr years can be carried 
out with a minimum of skilled labour. For capital goods, 
mainly machinery, India will have to depend on foreign 
countries for a longer time and to a larger extent thap 
for labour; our ability to secure these from foreign 
countries would be determined mainly by the extent of 
our foreign resources. As to managerial ability, which 
is an important factor in modern business organization, 
no serious difficulty) need be anticipated in rendering the 
country self-sufficient within a short period. • 
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91. Priority for Basic Industries 
In carrying out the stages of development, we shall 
have to pay special attention to basic industries, such 
as the manufacture of machinery, chemicals, etc. On 
these industries will depend the development not only 
of all other industries but of the whole economic life of 
the country. Till these industries are developed, we shall 
naturally be at the mercy of foreign countries. To 
shorten this period of dependence it is necessary to give 
priority to basic industries over other industries and thus 
to speed up development. 

92. Needs of Consumers 

Planning without tears is almost an impossibility. But 
we can learn some lessons from the Russian experi- 
ment and avoid the errors to which pl^^mers in their 
over-enthusiasm are liable. Two features of the Russian 
Plans which caused misery and hardship to the masses 
were; (/) their over-emphasis on heavy industries and 
indifference to consumption goods industries, and (//) 
their enthusiasm for building huge industrial plants which 
took years to come into operation. It is necessary in India 
to pay special attention to basic industries, but it should 
be our aim simultaneously to develop consumption goods 
industries so as to meet at least our essential require- 
ments. Similarly, we should try, as far as possible, to 
build our industrial unks on a scale which is not larger 
than is strictly necessary for economical working so that 
they can come into production within a short time and 
lei^d themselves more easily to regional distribution. 

93. Imperfections in Early Stages 
In the light of these considerations, we give in the 
next paragraph a rough outline of the stages by which 
the eeonomic plan should be earried out. In the nature 

58 



SECTIONS 94, 95 


of things, any such programme must be full of im- 
perfections. “In the first years, indeed, only bad plans 
can be drawn up, since there is no stable basis on which 
one can rely and all the problems must be solved 
simultaneously. But as time goes on, the ground is 
cleared more and more and the number of problems 
diminishos.”’^ 


94. Three Five-Year Plans 

For purposes of execution, the plan outlined in this 
memorandum should be subdivided into three plans, 
each covering a- period of five years. The expenditure to 
be incurred during each of these plans, as estimated in 
paragraph 77, is indicated below. 


Industry . , 

Basic industry 
Consumption 
goods industry 
Agriculture 
Communications 
Education.. 

Keaitii 
Housing . . 
Miscellaneous . . 


First plan Second plan Third plan Total m 
(Rs. (£ (Rs. (£ (Rs. (£ (Rs. (£ 
crores) mills ) crores) mills.) crores) mills.) crores) mills. 

If90] (S92i) [1,530) (1,147*) [2,160] (1,620) [4,480] (3,360) 

480 (360) 1,200 (900) 1,800 (1,350) 3,480 (2,610) 


310 


330 

(2471) 

360 

(270) 

1,000 

(750) 

200 

400 

(300) 

640 

(480) 

1,240 

(930j 

110 

(821) 

320 

(240) 

510 

(3821) 

940 

(3Ml! 

40 

(30) 

80 

(60) 

370 

(2771) 

490 

4<S 

fJO) 

60 

W 

S30 

(2471) 

450 

(3ST(i 

190 

(1421) 

420 

(315) 

1,590 (1,1924) 2,200 

(1,650) 

30 

(221) 

70 

(521) 

100 

(75) 

200 

(ISO) 


Total 1,400 (1,050) 2,900 (2,175) 5,700 (4,275)10,000 (7,500) 


95. Plans Explained ^ ^ 

In the initial period the total amount to be spent 
has been deliberately kept low because the material 
resources and personnel available at the beginning of the 
plan would be comparatively small. With the develop- 
ment of the plan, both material resources and personnel 

* Ferdynand Zweig; The Planning of Free Societies, page 125. 
Also see his following statement; “Every beginning in planning 
must be bad, and the time needed for its improvement is con- 
siderable. This point is extremely important, because-the' 
antagonists of planning experiments try to kill them at the 
start by airily poiming out the failures and defects inevitable 
during their teething stages.” 
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would become available in rapidly increasing proportions 
and the tempo of progress would be accelerated. While 
the first five-year plan will be handicapped by the fact 
that there will be no previous preparation in anticipation 
of its requirements, the second and third plans would 
have their requirements studied in advance and adequate 
preparations made for their inauguration. Although the 
first plan will therefore start almost in vacuo, it will lay 
the foundation for the second plan which in its turn will 
be the basis for the third one. In allocating the amount 
of capital expenditure to be incurred during each of the 
three stages, we are mainly guided by this consideration. 
To put it briefly, we have planned the expenditure to 
increase in geometric progression. 

^ 96. Consideration for Consumer 

The developments in the different sections of the 
plan have been mapped out generally in accordance with 
the considerations discussed earlier in this part. For 
instance, it will be seen that even in the first five-year 
plan, side by side with basic industries, we have provided 
a comparatively large amount of capital for the develop- 
ment of consumption goods industries also. The 
importance of this will be understood if we realize that 
in the first five-year plan a substantial part of this capital 
will have to be spent in foreign countries for importing 
the necessary equipment which will not be available in 
the country. Tlus will mean a reduction in the limited 
volume of external finance which is available to us and 
which is essential for the establishment of basic industries. 
In the succeeding stages the capital equipment required 
by consumption goods industries would be supplied 
to an increasing extent by our own industries and 
th>j dependenee on external finance would be reduced. 
It is also necessary to emphasize thr.>t in the production 
of consumption goods we presume that small-scale 
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and cottage industries which require a comparatively 
small amount of capital equipment would play an 
important part. 

97. Basic Industries and Consumption Goods 
The r^io between the capital outlay on basic industries 
and consumption goods industries over the whole 
period is roughly 3.5, which is much smaller than 
in the case of the U.S.S.R. This brings out the fact 
that we have given more attention to consumption goods 
in our plan. 

98. Progress of Basic Industries 
The total expenditure on basic industries over the 
whole period is estimated at Rs.3,480 crores (£2, 6ft) 
millions). A ifirge proportion of this will have to be 
spent on the import of foreign capital equipment. The 
total amount of external finance which is likely to be 
available to us is, however, in the neighbourhood of 
Rs.2,600 crores (£1,950 millions) oitly. The expenditure 
on basic industries during the first' two plans which 
amounts to Rs. 1,680 crores (£1,260 millions) is well 
within the limits of our external finance, and we presume 
that the basic industries which would be developed in the 
first two plans would be such as would themselves pro- 
duce a substantial proportion, if not the whole, of the 
capital equipment needed for the4)asic and consumption 
goods industries to be developed in the third period. 

99. Balanced View 

While fixing targets for the development of agriculture, 
communications, education, health and housing, we have 
attempted, as far as possible, to strike a balance bet\v^n 
the requirements o4,each stage of development and the 
resources and personnel available during that stage. 
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TVA DEMOCRACY ON THE MARCH 

by DAVID E. LILIENTHAL {Chairman of the Tennessee Valley Authority) 


THE TENNESSEE VALLEY SCHEME is the greatest piece of constructive 
planning which 'any of the traditional Democracies has undertaken. It 
has excited the imagination and earned the admiration n^t of America 
only, but of the world. 

Mr. Lilienthal, Chairman of the body which has carried it through, 
here tells the full story of the happiness and prosperity which it has 
brought to a formerly desolate area. 

Here are some opinions: 

Sir Harold Hartley: “I am most grateful for the chance of reading it. 
It gives detailed information about the working of the scheme, its organisa- 
tion and finance, and I hope it will be read in this country.'. . . It’s an 
extremely useful example of what might be done in other places ... the 
biggest experiment which has been mode in a democratic country in recent 
years.” 

Vice-President Henry A. Wallace: "Of all the books which I have rear 
during the post twelve months, UTienthal's on the T.V.A. is to me the rr 
exciting. It describes the new democracy in terms as real as a juicy steal 
... It describes by actual illustrations how the people of the Tennessci 
Valley have made the job of developing and using their resources — land 
forests, minerals and water — their own job. It is the only substantial story 

of real democracy in the administration of a resource development pro- 
_ 

gramme. 

Charles A. Beard: "A book on living lines, historical and prophetic, pp 
a great American experiment in the use of science and natural resoui 
in the civilisation af a vast region. David Lilienthal has won hims , 
place among the first citizens of the Republic.” 

Stewart Chase: “The book has a long range importance and will be real 
by students all aver the world for years to come." 

, Louis Bromfield: “This is an exciting book, to cheer any reader discourager 
by the portents of the past twenty-five years. It is the record of a truh 
great achievement.” '■ 
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